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KPMG AUDIT PLC

Financial Services Tel 44 20 73111000

15 Canada Square Fax 44 207311 3311

Canary Wharf DX 157460 Canary Wharf

London E14 5GL

United Kingdom

Report of Independent Registered Public Accounting Firm

The Board of Managers

Brevan Howard US LLC

We have audited the accompanying financial statements of Brevan Howard US LLC which

comprise the statement of financial condition as of December 31 2012 and the related

statements of operations changes in member equity and cash flows for the year then ended that

are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 and Regulation

1.10 of the Commodity Exchange Act and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with U.S generally accepted accounting principles this includes the

design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to

fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the pUrpose of expressing an opinion on the effectiveness of the

entitys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for ouraudit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Brevan Howard US LLC as of December 31 2012 and the results of its

operations and its cash flows for the year then ended in accordance with U.S generally accepted

accounting principles

KPMG AUDIT PLC UK limited
liability Company isa subsidiary of KPMG

Europe AUDIT PLC and member lirm of the KPMG network of

independent member firms affiliated with KPMG International Cooperative Registered in England No 0C301 540

Swiss entity Registered office 15 Canada Sguare London E14 EGL



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as

whole The information contained in Schedules II III and IV is presented for purposes of

additional analysis and is not required part of the financial statements but is supplementary

information required by Rule 7a-5 under the Securities Exchange Act of 1934 and Regulation

1.10 of the Commodity Exchange Act Such information is the responsibility
of management

and was derived from and relates directly to the underlying accounting and other records used to

prepare the financial statements The information in Schedules II III and IV has been

subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to the

financial statements themselves and other additional procedures in accordance with auditing

standards generally accepted in the United States of America In our opinion the information in

Schedules II III and IV is fairly stated in all material respects in relation to the financial

statements as whole

4dP/c
KPMG Audit Plc

London United Kingdom

February 2013



BREVAN HOWARD US LLC

Delaware Limited Liability Company

STATEMENT OF FINANCIAL CONDITION

AS OF THE YEAR ENDED DECEMBER 31 2012

ASSETS

CURRENT ASSETS

Cash and cash equivalents 7818573

Security deposit 201233

Other deposits and receivables 48446

Prepaid expenses 88142

Deferred tax assets 243032

Total current assets 8399426

NON-CURRENT ASSETS

Fixed assets Net of accumulated depreciation 314834

Deferred tax assets 345823

Total non-current assets 660657

TOTAL

LIABILITIES AND MEMBER CAPITAL

CURRENT LIABILITIES

Accrued compensation and benefits

Deferred compensation payable

Accounts payable and other accrued expenses

Income taxes payable ______________________

Total current liabilities
______________________

NON-CURRENT LIABILITIES

Deferred compensation payable _____________________

Total non-current liabilities
_____________________

Total liabilities
_______________________

Commitments and contingencies notes and

MEMBER CAPITAL

Member capital ______________________

Total Member capital ___________________

TOTAL

See accompanying notes to financial statements

9060083

3626255

395122

924338

20859

4966574

316033

316033

5282607

3777476

3777476

9060083
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BREVAN HOWARD US LLC
Delaware Limited Liability Company

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2012

REVENUES

Placement fees 12424008

Other revenues 78603

Total revenues 12502611

EXPENSES

Employee compensation and benefits 6587837
Professional fees 1487986

Information technology and data services 765010

Occupancy 734765

Travel and entertainment 410277

Depreciation 343690

Regulatory fees 124034

General and administrative 86473

Training and recruitment 52100

Insurance 14066

Total operating expenses 10606238

NET INCOME BEFORE OTHER INCOME/EXPENSES ANI TAXES 1896373

OTHER INCOME/EXPENSES

Interest income 504

NET INCOME BEFORE INCOME TAXES 1896877

Income taxes 862124

NET INCOME

See accompanying notes to financial statements

1034753
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BREVAN HOWARD US LLC

Delaware Limited Liability Company

STATEMENT OF CHANGES IN MEMBER CAPITAL

FOR THE YEAR ENDED DECEMBER 31 2012

MEMBER CAPITAL December 31 2011 2742723

Allocation of net income 1034753

MEMBER CAPITAL December 31 2012 3777476

See accompanying notes to fmancial statements
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BREVAN HOWARD US LLC

Delaware Limited Liability Company

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 1034753

Adjustments to reconcile net income to net cash provided by

operating activities

Depreciation 343690

Changes in operating assets and liabilities

Decrease in prepaid expenses 5531

Increase in security deposit 505
Increase in other deposits and receivables 39159
Decrease in deferred tax assets 326335

Increase in accrued compensation and benefits 60388

Increase in income taxes payable 32388

Increase in accounts payable and other accrued expenses 973828

Decrease in deferred compensation payable 759813

Net cash provided by operating activities 1977436

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of fixed assets 201454

Disposal of leasehold improvements 6772

Net cash used by investing activities 194682

NET INCREASE 114 CASH 1782754

CASH

December 31 2011 6035819

December31 2012 7818573

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Taxes paid 549503

See accompanying notes to financial statements

-6-



BREVAN HOWARD US LLC
Delaware Limited Liability Company

NOTES TO THE FINANCIAL STATEMENTS
AS OF DECEMBER 31 2012 AND FOR THE YEAR ENDED DECEMBER 31 2012

ORGANIZATION AND GENERAL

Brevan Howard US LLC BHUSLLC or the Company was formed as limited liability company
under the laws of the State of Delaware on June 2008 BHUSLLC is wholly-owned subsidiary of

Brevan Howard BD Holdings Limited BHBDHL company incorporated with limited liability

under the laws of the Cayman Islands BHBDHL in turn is wholly-owned subsidiary of Brevan

Howard Jersey Holdings Limited BHJIHL company organized under the laws of Jersey Channel

Islands The Company conducts business as limited purpose broker-dealer by acting as private

placement agent in connection with the offer and sale of interests in offshore and domestic collective or

pooled investment funds The Company is registered under the Securities Exchange Act of 1934 and

applicable state law and is member of the Financial Industry Regulatory Authority Inc FINIRA
The Companys membership in FINRA was effective December 23 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in conformity with the accounting principles generally

accepted in the United States of America All amounts are expressed in United States dollars U.S
dollars unless otherwise stated The following is summary of the significant accounting and

reporting policies used in preparing the fmancial statements

Use of Estimates The preparation of financial statements in accordance with accounting principles

generally accepted in the United States of America requires management to make certain estimates and

assumptions that affect the amounts reported in the financial statements and accompanying notes.

Actual results could differ from those estimates

Revenue Recognition Placement fee revenues represent income from placement services performed

by the Company as outlined in the Placement Agreement entered into with Brevan Howard Asset

Management LLP BHAMLLP Revenue is recognized when it is earned in accordance with section

of the Placement Agreement Any placement fee revenue received in advance is recorded as deferred

revenue

Income Taxes The Company accounts for income taxes under the liability method in accordance

with the Accounting Standards Codification ASC 740 Under the liability method deferred income

taxes are recognized for the tax consequences of differences between amounts reported for financial

reporting and income tax purposes by applying enacted statutory tax rates Deferred taxes result

primarily from future tax consequences attributable to temporary differences arising from the variance

between the book and tax basis of certain assets The effect of deferred tax assets and liabilities of

change in tax rates is recognized in the year that includes the enactment date

In 2012 no tax benefit or liabilities were recognized for uncertainties related to current
year

income tax

positions The company will classify any future interest and penalties as component of income tax

expense if incurred To date there have been no interest or penalties charged or accrued in relation to

unrecognized tax benefits

-7-



The Companys federal state and city income tax returns for the years ending prior to 2012 2011 2010

and 2009 only are still subject to examination by tax authorities

Cash and Cash equivalents The Company defines cash and equivalents as short-term highly liquid

securities and interest earning deposits with original maturities of three months or less at the time of

purchase

Fixed Assets Fixed assets are included on the balance sheet at cost net of accumulated depreciation

Depreciation is calculated on straight-line basis over the estimated useful lives of the fixed assets

which range from three to five years Leasehold improvements are amortized over the lesser of the lease

life or the estimated useful life Maintenance and repairs are charged to expense

Operating Lease Agreements Lease payments relating to long-term non-cancelable operating

leases are recognized as an expense in the statement of operations over the period of the leases

Incentive Compensation Plan The Company issues Fund Growth Awards to its employees under

the staff incentivization plan The fair value of the amounts payable to employees is recognized as

deferred compensation payable on the Statement of Financial Condition with corresponding expense

The fair value is measured at the end of every month with reference to the growth in the Net Asset Value

of the notional Brevan Howard Fund Limited shares and is spread over the three year vesting period

Employee Costs Discretionary bonuses to staff for services in 2012 are recognized as Accrued

Compensation and Benefits on the Statement of Financial Condition with corresponding expense

Going Concern The fmancial statements are prepared on the going concern basis After making

enquiries management has reasonable expectation that the Company has adequate capital and liquidity

to meet its obligations and to continue in operational existence for the foreseeable future Accordingly

the going concern basis has been adopted in preparing these fmancial statements

CASH AN CASH EQUIVALENTS

At December 31 2012 the Companys cash is comprised of bank deposits in the amount of $7818573

of which $7818573 is federally insured

LEASE COMMITMENTS

590 Madison Avenue 9t Floor New York New York On July 15 2010 the Company entered into

non-cancelable agreement to lease office space at 590 Madison Ave 9tl Floor New York New York

The lease commenced January 2011 and expires 36 months later This lease was assigned to another

entity effective October 2012 Rental expense in
respect of the lease for the period ended December

31 2012 is $293894 and is included within the statement of operations as occupancy expense

The security deposit requirement of $201233 for the lease of the 590 Madison Avenue 9t Floor New

York New York office space was satisfied by way of letter of credit facility of $200299 from JP

Morgan Chase N.A with BHUSLLC as the applicant and 590 Madison Avenue LLC as the

beneficiary

590 Madison Avenue 5th Floor New York New York On May 14 2012 the Company entered

into non-cancelable license agreement to lease office
space at 590 Madison Ave 5th1 Floor New York

New York The lease commenced May 14 2012 and expires May 31 2013 Rental expense in respect

-8-



of the lease for the period ended December 31 2012 is $183086 and is included within the statement of

operations as occupancy expense

The future minimum payments under the lease are as follows

590 Madison Avenue New York New York

590 Madison Ave 5th Floor

New York New York

2013 117500

INDEMNIFICATIONS

In the normal course of business the Company enters into agreements that contain variety of

representations and warranties and which provide general indemnifications The Companys maximum

exposure
under these arrangements is unknown as this would involve future claims that may be made

against the Company that have not yet occurred However the Company expects the risk of loss to be

remote

MAJOR CUSTOMER

As outlined in note the Company receives revenue from BHAMLLP for the placement services it

provides During the period the Company received $12424008 of placement fees The concentration

of the Companys business with BHAMLLP may expose the Company to material adverse effect if

BHAMLLP were to terminate the placement services agreement for any reason

FIXED ASSETS

The following schedule details the cost depreciation and net book value of all fixed assets for the

period ended December 31 2012

Furniture and Leasehold Information

Fittings Improvements Technology Total

Cost-December3l2011 87509 16934 978525 1082968

Additions 1152 200302 201454

Disposals 16934 16934

Cost December 31 2012 88661 1178827 1267488

Accumulated Depreciation December31 2011 43781 4838 570507 619126

Depreciation 22960 5324 315406 343690

Disposals __________________
10162 _________________

10162

Accumulated Depreciation December 31 2012 66741 885913 952654

Net Fixed Assets Decemebr 31 2011 43728 12096 408018 463842

NetFixedAssets-December3l2012 21920 292914 314834

The Company recognized $343690 of depreciation expense for the period ended December 31 2012

9-



INCOME TAXES

The provision for BI-IUSLLCs federal income taxes differs from the statutory U.S federal rate of 35%

principally because of state taxes and non-deductible expenses For the period ended December 31

2012 the tax benefit/expense for federal income taxes and state income taxes follows

Current

Federal and state

Deferred

Federal and state
______________

Total Tax Expense
____________

The significant components of deferred income tax and their balance sheet classifications follow

Deferred tax assets

Deferred compensation

Organization costs

Accrued expenses not currently deductible
_______________________

Deferred tax assets 243032 475794

129971

129971

243032 345823

In assessing the realizability of deferred tax assets management considers whether it is more likely than

not that some portion or all of the deferred tax assets will not be realized The ultimate realization of

deferred tax assets is dependent upon the generation of future taxable income during the periods in

which those temporary differences become deductible Management considers the scheduled reversal of

deferred tax liabilities projected future taxable income and tax planning strategies in making this

assessment Management considers no valuation allowance is necessary as of December 31 2012

Based upon projections for future taxable income over the periods in which the deferred tax assets are

deductible management believes it is more likely than not that the Company will realize the benefits of

these deductible differences at December 31 2012

STAFF RETENTION AND INCENTIVISATION PLANS

The Company operates the Fund Growth and Incentive Compensation Plans the Plans for the

retention and incentivization of its employees The Plans allow employees to benefit from the growth

in value of nominal amount of Brevan Howard Fund Limited BHFL shares The awards vest over

three year period

The Company may at its sole discretion elect not to pay all or any portion of any Award if as result

of making such payment the Company reasonably believes that it would have net capital as

535789

326335

862124

Current Non-current

177934

30775

34323

142364

333430

Deferred tax liabilities

Depreciation

Deferred tax liabilities

Net Deferred tax assets

-10-



determined in accordance with SEC Rule 5c3- of less than 110% of the maximum amount of net

capital as so determined at which the Company would be required to submit so-called early

warning notification under SEC Rule 7a- 11 or any more stringent required minimum capital

obligations imposed by law statute and regulation or under the rules or requirements of any regulatory

authority whichever is greater

The fair value of the awards as calculated by reference to the growth of the Net Asset Value of the

notional BHFL shares over the three year vesting period was $711155 as of December 31 2012 The

fair value assumes that all employees with awards will not forfeit the awards before they are paid

Awards valued at $395 122 vested at December 31 2012 and were paid in February 2013 This does

not include the employer portion of PICA/Medicare

10 NET CAPITAL

The Company as registered broker-dealer in securities is subject to the Securities Exchange
Commission Uniform Net Capital Rule Rule 5c3- As of November 2011 FINRA approved the

Company maintain minimum net capital requirement of $250000 pursuant to the Alternative

Standard under SEA Rule 5c3- aliithe Net Capital Rule As of December 31 2012 the

Company had net capital of $2535966 The Company was in compliance with the requirements of the

Net Capital Rule at all times during the year

11 SUBSEQUENT EVENTS

The Company has evaluated the need for disclosures and/or adjustments resulting from subsequent

events through Februaryj 2013 the date the financial statements were available to be issued This

evaluation did not result in any subsequent events that necessitated disclosures and/or adjustments

11



Schedule

BREVAN HOWARD US LLC
Delaware Limited Liability Company

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL UNDER
RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31 2012

NET CAPITAL

Total member capital 3777476
Deductions and/or charges

Other deposits and receivables 48446
Prepaid expenses 88142
Security deposits 201233
Fixed Assets net of accumulated depreciation 314834
Deferred tax assets 588855

Net capital

COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENT
Total Net Capital requirement

Excess Net Capital

See accompanying Report of the Independent Registered Public Accounting Firm

2535966

250000

2285966

reconciliation between the Companys audited financials and its unaudited Part hA filing is not

necessary pursuant to Rule 17a-5d4 as no material differences exist between the computations made

by the independent auditor based on the audited fmancial statements and the Companys unaudited Part

hA filing
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Schedule

BREVAN HOWARD US LLC
Delaware Limited Liability Company

STATEMENT OF EXEMPTION

DECEMBER 31 2012

The Company is exempted from the provisions of Rule 15c3-3 of the Securities Exchange Act of 1934

under Sub section k2i During the year ended December 31 2012 the Company was in compliance

with the conditions for the exemption

-1-



KPMG AUDIT PLC

Financial Services Tel 44 20 73111000

15 Canada Square Fax 440207311 3311

Canary Wharf DX 157460 Canary Wharf

London E145GL

United Kingdom

Report of Independent Registered Public Accounting Firm

The Board of Managers

Brevan Howard US LLC

In planning and performing our audit of the financial statements of Brevan Howard US LLC

the Company as of and for the year ended December 31 2012 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in Rule 17a-5g in the following

Making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 17a-3a1 and the reserve required by Rule 15c3-3e

Because the Company does not carry
securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and procedures

followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and

the recordation of differences required by Rule 17a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

and

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 15c3-3

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously mentioned objectives Two of the objectives of internal control

and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with

KPMG AUDIT PLC UK limited
liability

Company is subsidiary of KPMG

Europe AUDIT PLC and member firm of the KPMG network of

independent member firms affiliated with KPMG International Cooperatine Registered in England Na 0K301 540

Swiss entity Registered of fice 15 Canada Square London E14 5GL



managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices
and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices
and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate

material inadequacy for such purposes Based on this understanding and on our study we

believe that the Companys practices and procedures as described in the second paragraph of

this report were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Managers

management the SEC and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

kft /LdP/c

KPMG Audit Plc

London United Kingdom

February 12 2013


